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BAD  TRADE,  AND  ITS  CAUSE, 


i. 

THE  DISCREDITING  OF  SILVER. 

ENGLAND  has  now  entered  upon  the  sixth  year  of  commercial  and 
manufacturing  distress  and  decadence.  There  is  as  yet  not  a  single 
ray  of  light  shooting  up  through  the  dark  mercantile  horizon.  A  crisis 
without  parallel  in  the  experience  of  the  present  generation  not  only 
rests  upon  us,  but  intensifies  as  time  rolls  on.  When  a  condition  of 
affairs  baffling  all  experience  acquired  in  previous  times  of  prostration 
exists,  it  is  surely  our  paramount  duty  to  investigate  and  to  inquire 
whether  this  prolonged  distress  may  not  be  traced  in  large  measure  to 
some  special  or  peculiar  cause. 

My  object  in  writing  this  paper  is  to  call  attention  to  the  serious  in¬ 
jury  inflicted  on  our  commerce  by  the  discrediting  of  silver  ;  and  my 
contention  is,  that  the  practical  cutting  off  of  silver  from  the  world’s 
money  has  been  at  the  root  of  much  of  our  distress  during  late  years, 
and  is  now  one  of  the  chief  hindrances  to  the  return  of  prosperity. 
Undoubtedly,  our  declension  in  1873,  1874,  and  part  of  1875,  was  the 
natural  revulsion  from  undue  extension,  and  from  the  unduly  high  prices 
paid  for  labor  and  the  products  of  our  industry.  Since  1875  these 
causes,  however,  have  ceased  to  operate.  It  is  undoubtedly  true  that 
hostile  tariffs  and  the  competition  of  several  nations  (particularly  the 
United  States)  have  greatly  curtailed  the  demand  for  our  manufactured 
goods  which  previously  existed  within  their  borders;  but  we  have  a 
large  and  open  field  almost  to  ourselves  in  many  quarters  of  the  globe ; 
and  the  lamentable  fact  is,  that  in  these  regions,  peculiarly  our  own, 
trade  continues  to  languish  as  it  does  elsewhere,  and  the  demand  for  our 
goods  is  greatly  restricted  and  diminished. 

It  will  not  be  questioned  that  the  large  increase  of  the  world’s  money, 
due  to  the  Australian  and  Californian  gold  discoveries,  led  to  a  great 
extension  of  the  world’s  commerce.  The  interchange  of  commodities 
was  marvelously  stimulated  ;  labor  had  for  many  years  a  greatly  aug¬ 
mented  recompense;  the  material  comfort  and  welfare  of  mankind  were 
greatly  promoted ;  real  and  personal  property  increased  enormously  in 
value  all  over  the  civilized  world  ;  the  foreign  commerce  of  England 
alone  rose  from  ^£250,000,000  in  1852  to  ^£650,000,000  in  1875;  ^ie 
foreign  commerce  of  many  other  nations  rose  in  like  proportion.  From 
the  surplus  gains  of  our  commerce  in  those  years,  we  invested  many 
hundreds  of  millions  of  pounds  sterling  in  State  and  Corporation  bonds, 
railways,  and  industrial  enterprises,  and  in  property  and  mortgages  in 
foreign  countries — leaving  us  immeasurably  wealthier  as  a  nation,  not- 
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withstanding  many  foolish  investments,  such  as  Turkish,  Peruvian,  and 
Paraguayan  bonds.  It  is  difficult  to  believe  that  so  great  prosperity  and 
increase  of  national  wealth  had  proceeded  from  a  cause  apparently  so 
inadequate  to  produce  results  so  fabulous.  Such,  however,  was  in  large 
measure  the  result  of  the  enlarged  reservoir  of  the  world’s  money  created 
by  the  accession  of  gold  from  the  Australian  and  Californian  mines.  It 
acted  as  a  stream  of  warm  blood  impelled  through  all  the  arteries  of  the 
world’s  commerce,  vitally  and  powerfully  stimulating  the  vast  organisms 
of  trade  and  industry. 

We  have  in  this,  our  late  national  experience,  a  direct  contradiction 
to  the  theories  of  some  political  economists  who  assert  that,  after  all, 
international  commerce  is  only  barter,  and  that  money  has  little  or 
nothing  to  do  with  its  extent  or  volume.  The  very  small  measure  of 
truth  underlying  this  assertion  has  led  many  intelligent  minds  astray. 
It  is  because  the  largely  increased  supply  of  money  had  guaranteed  to 
men  and  nations  the  payment  of  large  international  balances,  that  the 
volume  of  the  world’s  trade,  prior  to  1874,  had  augmented  with  such 
marvelous  rapidity.  And  now  it  is  in  great  measure  because  the  world 
has  of  late  greatly  restricted  and  diminished  the  capacity  of  its  money 
reservoir,  that  distress  and  calamity  augment  and  intensify  around  us. 
A  large  portion  of  the  life-blood  of  commerce  has  been  artificially  con¬ 
gealed.  The  whole  organism  has  felt  the  shock ;  but  the  financial  in¬ 
tellect  has  become  so  beclouded  and  benumbed  as  not  to  have  fully 
realized,  even  yet,  the  cause  of  the  deadening  paralysis  which  has  over¬ 
taken  it. 

Let  us  present  for  consideration  the  diagnosis : — The  world,  of  late 
years,  traded  on  an  effective  metallic  capital  estimated  at  ^1,400,000,000. 
Of  this,  we  have  good  evidence  for  believing  that  about 
^750,000,000  were  Gold  Coins  and  Bullion, 
and  ^650,000,000  “  Silver  Coins  and  Bullion. 

Now,  we  assert  that  the  world,  of  late,  has  been  committing  the 
suicidal  act  of  discarding,  discrediting,  and  cutting  off  from  performing 
its  wonted  functions  one  of  the  two  agents  or  solvents  for  the  liquidation 
of  balances  of  international  indebtedness.  In  other  words,  the  world, 
acting  under  the  legal  injunctions  of  the  leading  monetary  Powers,  has 
divorced  from  its  monetary  system  that  silver  which,  from  time  im¬ 
memorial,  has,  conjointly  with  gold,  formed  its  “money.”  Widespread 
suffering  has  been  the  inevitable  result  of  its  folly. 

Our  unwise  legislation  of  1816,  which  made  gold  sole  legal  tender 
in  England,  has  been  the  underlying  cause  of  ail  this  evil.  For  years 
we  played  upon  the  currencies  of  Europe  :  and  often  swept  away  large 
quantities  of  silver  for  transmission  to  India,  where,  with  an  admirable 
contradiction  in  our  monetary  legislation,  we  have  enforced  a  silver  cur¬ 
rency.  While  availing  ourselves  of  the  stores  of  silver  belonging  to  our 
Continental  neighbors,  we  constantly  vaunted  about  the  superiority  ot 
our  gold  currency,  and  stimulated  them  to  follow  our  short-sighted 
example.  Even  a  Liberal  Chancellor  of  the  Exchequer  (Mr.  Lowe) 
boasted  in  full  Parliament,  in  the  year  1869,  that  he  had  made  a  convert 
of  France.  Germany,  however,  stole  a  march  on  France  in  the  insane 
career  which  we  had  pointed  out  to  them  as  the  high  road  to  success,  and 
in  1874  decreed  the  demonetization  of  silver  and  its  substitution  by  gold. 
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France,  which  had,  in  conjunction  with  the  States  of  the  Latin  Union, 
provided  for  the  world  an  equilibrium  or  par  of  exchange  between  the 
two  metals,  by  means  of  her  free-mintage  system  and  making  both  metals 
full  legal  tender  on  the  ratio  of  of  silver  to  i  of  gold,  thereupon 

suspended  the  free  coinage  of  silver.  France  was  driven  to  this  act  by 
the  unwise  monetary  legislation  of  powerful  neighbors.  The  par  of  ex¬ 
change  provided  betwixt  gold  and  silver  money  was  thereby  lost  to  the 
world.  Silver  was  dethroned.  War  to  the  knife  was  declared  against 
that  metal.  Gold  now  reigns  supreme  and  omnipotent. 

The  results  have  been  disastrous  in  the  extreme.  The  hard  money 
capital  of  the  world  has  been  practically  reduced  from  ^1,400, 000,000 
to  ^800,000,000,  and  yet  men  are  at  a  loss  to  account  for  the  greatly 
reduced  interchange  of  commodities,  and  the  greatly  reduced  prices  now 
paid  for  property,  for  goods,  and  for  labor  ! 

A  large  and  influential  committee  of  merchants  in  Liverpool  is  now 
investigating  this  question,  and  the  following  are  the  conclusions  they 
have  arrived  at  in  so  far  as  the  effects  of  the  discrediting  of  silver  on  the 
world’s  commerce  are  concerned  : — 

1st. — “  That  the  recent  shrinkage  in  value  of  the  world’s  silver  money,  measured  in 
gold,  is  very  large,  and  there  is  every  reason  to  fear  that,  with  the  prospect  before  us, 
the  depreciation  will  continue  to  increase. 

2d. — “  That  there  has  been,  besides,  much  diminution  in  the  value  of  investments 
of  English  capital  in  the  public  funds,  railways,  etc.,  of  silver-using  countries. 

3d. — “  That  we  are  now  compelled  to  look  upon  the  silver  of  the  world  as  in  large 
measure  cut  off’  from  its  previous  sphere  of  usefulness  as  one  of  the  two  agents  for  the 
liquidation  of  international  indebtedness. 

4th. — “  That  the  serious  diminution  of  the  world’s  money,  caused  by  the  disuse  of 
silver,  may,  in  the  future,  lead  to  frequent  panics,  through  the  inadequate  supply  of 
gold  for  the  world’s  wants. 

5th. — “  That  the  uncertainty  regarding  the  course  of  exchanges,  in  the  future,  largely 
prevents  the  further  investment  of  English  capital  in  the  public  funds  of  silver-using 
countries,  or  in  railways,  industrial  enterprises,  and  commercial  credits. 

6th. — “  That  the  friction  and  harassment  now  attending  business  with  silver-using 
countries,  as  India,  China,  Java,  Austria,  Chili,  Mexico,  and  others,  naturally  lead 
merchants  to  curtail  their  operations  in  the  export  of  our  manufactured  goods,  and  to 
restrict  the  employment  of  English  capital  in  such  business. 

7th. — “  That  this  is  a  most  serious  question  for  India,  which  many  believe  to  be  so 
impoverished  as  not  to  be  able  to  bear  increased  taxation. 

8th. — “  That  the  depreciation  of  silver  seriously  affects  the  power  of  silver-using 
States  to  purchase  English  manufactures,  and  leads  to  increased  taxation,  thus  further 
curtailing  the  trade  which  has  hitherto  been  carried  on  in  English  commodities.”* 

These  conclusions  by  no  means  exhaust  the  category  of  untoward  re- 

*The  Special  Committee  of  Inquiry  at  Liverpool  was  nominated  a  few  weeks  ago  by  the  Chamber 
of  Commerce,  but  the  selection  was  not  confined  to  members  of  that  body.  The  Committee  numbers 
seventeen  merchants  and  bankers — men  holding  positions  of  the  highest  influence  in  the  community. 
Since  these  pages  were  written  they  have  investigated  the  main  facts  regarding  the  production  of  the 
two  precious  metals,  and  they  have  found  that  whereas  the  supply  of  silver  from  the  mines  of  the 
world  early  this  century  was  in  relation  to  gold  as  3  to  1,  the  relative  production  was  reversed  twenty- 
five  years  ago,  when  the  yield  of  gold  amounted  to  ^33,000,000  per  annum.  At  the  present  time  the 
production  is  reduced  to  less  than  ^19,000,000  of  gold — while  silver  is  also  falling  off,  and  may  now  be 
taken  at  about  ^13,500,000. 

Their  investigations  are  not  yet  concluded,  but  the  Committee  have  (when  this  note  is  being  written) 
passed  the  followiug  additional  resolutions,  which,  without  attempting  to  foreshadow  their  ultimate 
conclusions,  must  inevitably  point  to  the  necessity  for  the  rehabilitation  of  silver  in  the  world  : — 

“  That  the  recent  great  fall  in  the  price  of  silver  is  principally  to  be  attributed  to  the  suspension  of 
free-mintage  in  France  and  the  States  of  the  Latin  Union,  consequent  upon  the  adverse  action  of  Ger¬ 
many  in  demonetizing  silver. 

“That  the  bi-metallic  system  of  France  and  the  other  States  of  the  Latin  Union,  in  conjunction  with 
free-mintage,  prior  to  1875,  tended  to  provide  an  equilibrium  between  the  two  metals,  and  to  give  sta¬ 
bility  to  all  exchanges  betwixt  England  and  silver-using  countries.’' 
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suits.  The  picture  could  be  greatly  heightened  in  coloring,  but  they  are 
enough  for  our  purpose,  accounting  as  they  do  for  the  greatly  diminished 
demand  there  now  is  for  our  textile  fabrics,  railway  materials,  machinery, 
and  other  things,  from  vast  and  populous  regions  of  the  globe,  whose 
money  is  now  useless  to  us,  and  unsuitable  for  the  discharge  of  our 
trade  accounts.  Merchants  are  at  their  wits’  end.  They  are  shut  up  to 
refuse  credits  in  silver-using  countries.  They  are  baffled  in  all  their 
exchange  calculations.  They  are  driven  to  restrict  their  operations. 
The  malign  and  adverse  influence  acts  and  reacts.  The  distress  inten¬ 
sifies.  Manchester  warehouses  are  filled  to  repletion  with  unsalable 
stocks.  Iron  rails  go  down  to  a  point  lower  than  ever  known.  Many 
good  opportunities  for  developing  the  resources  of  other  countries,  and 
of  investing  English  capital,  pass  unheeded  and  unavailed  of.  Men  in¬ 
quire  what  will  the  silver  dollar  or  the  rupee  be  worth  six  months  or 
six  years  hence  in  the  London  market ;  and  the  deduction  from  late 
monetary  legislation  prompts  the  reply  that  there  is  no  bottom  to  the 
fall.  India  may  be  ruined — our  investments  may  be  worthless  ;  and 
the  inevitable  conclusion  is  that  we  must  minimize  our  risks,  restrict 
our  operations,  draw  in  our  capital  from  silver-using  countries,  and  let 
things  take  their  chance.  The  Economist  and  Mr.  Giffen  prophesied 
three  years  ago  that  trade  would  soon  mend.  They  ridiculed  our  fears 
and  what  they  called  our  heroic  remedies.  But  the  world  now  knows 
they  were  prophets  who  prophesied  pleasant  things  because  men  loved  to 
have  it  so. 

But  where  can  an  adequate  remedy  for  all  this  mischief  and  evil  be 
found?  Our  reply  is:  Restore  again  to  its  proper  place  the  metal  that 
has  been  dethroned.  Let  it  have  a  joint  sway  with  gold  in  a  fixed  and 
determinate  proportion,  established  on  a  broader  and  surer  basis  than 
ever  before.  In  other  words,  rehabilitate  silver  to  the  rank  of  “money ,” 
in  conjunction  with  gold,  in  Europe,  Asia,  and  America.  Let  England, 
France,  the  States  of  the  Latin  Union,  the  United  States  of  America, 
and  India,  adopt  the  bi-metallic  money  system,  by  solemn  international 
covenant,  and  the  difficulty  is  solved.  The  congealed  life-blood  will 
again  dissolve  and  flow  through  the  arteries  of  commerce.  The  lost  par 
of  exchange  with  silver-using  countries  will  be  established  more  effect¬ 
ively  than  ever  before.  India  will  be  rescued  from  impending  bank¬ 
ruptcy.  The  sun  of  prosperity,  now  greatly  obscured,  will  shine  again 
on  the  face  of  the  earth.  And  the  sum  of  human  happiness,  so  far  as 
material  comfort  is  concerned,  will  again  be  greatly  augmented. 

On  the  other  hand,  do  nothing;  follow  still  longer  the  teachings  of 
the  laissez  alter  prophets  of  1876,  and  our  misfortunes  are  prolonged; 
and  the  gloom,  which  now  as  with  a  thick  mantle  covers  our  distressed 
industries  and  commerce,  becomes  intensified. 

Let  it  be  remembered  that  the  evils  which  now  exist  were  all  foretold 
with  marvelous  exactitude  by  the  advocates  of  bi-metallism.  In  1869 
Mr.  Ernest  Seyd,  in  his  able  pamphlet  entitled  the  “  Depreciation  of 
Labor  and  Property  which  would  follow  the  Demonetization  of  Silver,” 
warned  European  financiers  of  the  dangerous  character  of  the  projects 
which  were  then  the  subjects  of  discussion.  His  warnings  were  un¬ 
heeded.  Surely  this  incontrovertible  fact  entitles  the  Bi-metallic  School 
of  Economy  to  demand  a  more  dispassionate  consideration  of  the 
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remedial  measures  they  propose  than  has  up  to  this  point  been  accorded 
to  them  by  the  leaders  and  guides  of  public  opinion. 

Aversion  from  touching  their  currency  laws  is,  on  the  whole,  a  safe 
state  of  mind  for  a  people  to  cherish.  It  is,  moreover,  easy  to  be 
orthodox,  and  it  requires  some  degree  of  moral  courage  .to  face  the 
charge  of  heresy.  This  is  the  only  explanation  that  can  be  offered  for 
the  impatience  with  which,  in  almost  every  quarter,  a  fair  hearing  has 
been  hitherto  refused  to  the  advocates  of  the  bi-metallic  money  system. 
The  aversion  was  sententiously  epitomized  by  the  late  Mr.  Bagehot  in 
the  Economist  of  30th  December,  1876,  in  the  following  words: — “The 
English  people,  rightly  or  wrongly  [mark  the  true  English  obstinate 
orthodoxy  in  the  use  of  the  word  wrongly ]  will  never  consent  to  change 
their  currency!  ”  That  this  was  the  determined  attitude  of  the  English 
mind  has  on  such-like  evidence  or  reasoning,  re-echoed  by  the  press, 
been  apparently  taken  for  granted  by  our  rulers,  and  the  assumption  is 
the  only  excuse  for  their  recent  course  of  action.  It  doubtless  accounts 
for  the  fact  that  at  the  late  Monetary  Conference  held  in  Paris,  our  del¬ 
egates  appeared  with  instructions  binding  them' “to  take  no  part  in  any 
vote  which  would  call  in  question  the  maintenance  of  our  single  gold 
standard.”  Thus  it  has  happened  that  England,  the  greatest  monetary 
Power,  rendered  abortive  a  Conference  which,  if  it  had  been  prepared 
ex  animo  to  consider  the  questions  presented  for  solution  by  the  United 
States,  might  have  rendered  the  very  highest  service  to  mankind. 

But  time  keeps  rolling  on.  No  daylight  appears.  Adversity  inten¬ 
sified  lifts  up  her  voice  and  becomes  a  hard  but  yet  a  true  teacher. 
What  if,  after  all,  it  be  found  that  England  has  not  even  dispassionately 
considered  the  question,  while  certain  financial  dogmatists  have  pro¬ 
claimed  that  she  has  emphatically  pronounced  against  the  bi-metallic 
money  system  ?  I  put  this  as  an  interrogation.  I  desire  that  it  shall 
be  considered  on  good  grounds  as  an  affirmation.  England  has  not 
pronounced  against  the  international  adoption  of  bi-metallism.  The 
press,  led  by  the  Economist ,  has,  it  is  true,  been  against  us ;  but  there 
are  now  hopeful  signs  that  a  better  state  of  mind  is  beginning  to  prevail. 
The  English  people  are  ever  ready  to  adopt  such  wise  and  salutary 
measures  as  are  most  likely  to  advance  their  material  prosperity ;  but  the 
question  is  too  technical  for  popular  discussion,  and  not  having  been 
submitted  to  the  popular  judgment,  it  is  an  utter  fallacy  to  maintain  that 
the  English  people  have  taken  any  resolution  whatever  in  regard  to  it. 
From  absolute  knowledge  I  aver  that  the  ranks  of  the  bi-metallists  have, 
during  the  past  few  months,  been  greatly  augmented,  and  that  our  views 
have  of  late  in  many  influential  quarters  made  very  important  and  satis¬ 
factory  progress.  It  is  no  breach  of  confidence  to  say  that  one  of  our 
deputies  to  the  Paris  Conference  writes  to  me  that  he  finds  much  less 
aversion  from  our  views  in  the  city  than  he  imagined  had  existed,  and 
my  belief  is  that  if  the  Government  had  had  any  idea  of  the  preparedness 
of  the  public  mind  calmly  and  rationally  to  face  this  question,  the  in¬ 
structions  given  to  the  Paris  delegates  would  have  been  couched  in 
terms  altogether  different  from  those  they  carried  with  them  across  the 
Channel. 

Nature  again,  which  it  was  popularly  imagined  for  some  time  had  pro¬ 
nounced  against  our  cause,  has  come  to  our  assistance.  The  Nevada 
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mines  have  really  all  along  been  uttering  a  plea  for  bi-metallism.  It 
ought  to  be  known  that  the  ore  produced  from  these  mines  yields  almost 
exactly  50  per  cent,  value  in  gold,  and  50  per  cent,  value  in  silver. 
That  is  to  say,  the  weight  of  the  pure  metal  when  smelted  is  about 
fifteen  or  sixteen  of  silver  against  one  of  gold.  This  ought  to  have  been 
received  as  the  language  of  encouragement.  She  now  speaks  in  accents 
of  warning,  for  the  yield  of  gold  from  the  mines  of  the  world  is 
markedly  falling  off.  The  annual  value  is  now  only  about  ^18,000,000, 
against  ^22,000,000  a  few  years  ago,  and  ^33,000,000  in  the  year 
1852.  The  yield  of  silver  is  also  falling  off.  The  American  yield  of 
silver  in  1878  was  $37,000,000,  and  the  yield  of  gold  $37,000,000, 
while  the  estimates  for  1879  are  pointing  to  considerably  diminished 
quantities  of  both  metals.  These  important  facts  have  not  escaped  the 
attention  of  Mr.  Gififen,  the  statistician  of  the  Board  of  Trade.  Mr. 
Giffen  in  1876  was  one  of  the  propagators  of  the  laissez  aller  doctrine  in 
regard  to  the  demonetization  of  silver.  He  is  now  calling  public  atten¬ 
tion  to  the  fact  that  the  gold  supplies  are  markedly  falling  off.  He 
deprecates  the  further  disuse  of  silver,  and  hints  at  the  necessity  for  our 
Government  turning  their  attention  to  the  serious  questions  involved  in 
the  diminution  in  the  supply  of  money.* 

I  will  now  proceed  to  deal  with  the  difficulties,  real  or  imaginary, 
which  are  popularly  understood  to  be  a  barrier  to  the  rehabilitation  of 
silver  as  “money,”  in  addition  to  those  which  I  have  already  incident¬ 
ally  disposed  of. 

First. — It  is  objected  that  it  is  beyond  the  prerogative  of  nations  to 
fix  a  ratio  of  valuation  or  exchangeability  between  the  two  metals  ;  and 
that  it  is  practically  impossible  for  them  to  do  so. 

To  this  objection  we  reply  that  it  is  as  much  within  the  sphere  of 
national  prerogative  to  choose  both  metals  for  money  as  to  elect  one  ; 
and  seeing  that  it  is  of  world-wide  importance  that  both  gold  and  silver 
shall  continue  to  be  used,  it  is  impossible  to  form  the  unit  “money” 
out  of  the  two  metals  except  by  means  of  a  fixed  legal  ratio  or  propor¬ 
tion  betwixt  them.  We  allege,  moreover,  in  the  words  of  the  Italian 

^Statistics  have  been  published  showing  the  downward  tendency  of  the  prices  of  many  commodities 
of  late,  and  it  is  alleged  that  decreasing  values  must  be  attributed  to  a  rise  in  the  value  of  gold. 
Amongst  these  figures  we  find  a  place  assigned  to  silver,  and  it  is  contended  that  its  reduced  value 
shows  that  it  has  only  shared  the  fate  of  many  other  commodities.  The  hope  is  held  out  to  us  that 
when  the  tide  of  prosperity  returns,  silver  will  rise  in  price  just  as  corn  or  cotton  may  be  expected  to 
advance.  Such  reasoning  is  altogether  fallacious.  The  statistics  to  which  1  allude  refer  chiefly  to 
variations  in  the  prices  of  commodities  that  are  annually  produced  in  quantities  more  or  less  adequate 
for  immediate  use  and  consumption.  The  prices  of  these  commodities  are  governed  by  laws  altogether 
different  from  those  which,  prior  to  1876,  governed  the  relation  between  gold  and  silver  money — a 
relation  which  it  is  now  our  effort  to  get  restored  on  a  stronger  basis  than  ever  existed  before.  Let  me 
illustrate  this  difference  and  at  the  same  time  the  hopelessness  of  the  present  position  of  silver.  If  we 
have  a  twenty  per  cent,  short  wheat  crop  this  year  in  England  and  France  (as  may  occur),  and  if  the 
United  States’  crop  is  short,  we  may  see  the  price  of  wheat  rise-r-even  in  these  bad  times — from  forty 
shillings  up  to  fifty-five  shillings  or  sixty  shillings  per  quarter.  If  the  United  States’  cotton  crop  were 
to  fall  off  twenty  per  cent.,  we  should  undoubtedly  see  the  price  of  cotton  rise  in  the  Liverpool  market 
at  least  one  penny  per  lb.,  or  about  the  same  percentage.  But  if  the  yield  of  the  silver  mines  were  to 
fall  off  twenty  per  cent,  this  year,  and  if  India  has  no  large  trade  balance  to  receive  (as  may  be  the 
case),  instead  of  seeing  silver  rise  in  price,  we  are  likely,  notwithstanding  the  diminished  production, 
to  see  it  continue  to  go  markedly  down  as  reckoned  in  gold — even  much  under  the  present  quotation. 
Why  ?  Simply  because  the  laws  which  were  wont  to  govern  the  relation  between  gold  and  silver 
having  been  abrogated  or  suspended,  the  discredited  metal  becomes  mere  merchandise,  and  must  go 
down  in  price  in  the  London  market,  Before  silver  was  discredited  as  money,  it  was  maintained  with 
very  unimportant  oscillations  in  a  fixed  ratio  to  gold,  by  French  monetary  law,  whatever  the  varia¬ 
tions  were  in  the  yield  of  the  mines.  That  ratio  is  now  lost  to  the  world,  and  silver  will  erelong  be 
only  worth  what  the  silversmith  may  choose  to  pay  for  it — perhaps  one  shilling  or  two  shillings  per 
ounce.  Until  the  two  ideas  of  “money”  and  “commodity”  are  distinctly  separated,  there  can  be  no 
clear  thought  on  the  subject.  I  have  considered  it  best,  in  order  not  to  break  the  continuity  of  my 
main  argument,  to  put  these  observations  in  the  form  of  a  foot-note. 
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Delegates  to  the  Paris  Conference  that  “since  the  French  law  estab¬ 
lished  such  a  relation,  none  but  unimportant  oscillations  occurred  in  the 
relative  value  of  the  two  metals  (till  the  law  was  suspended)  :  conse¬ 
quently  if  the  French  law  obtained  by  itself  such  a  beneficent  result, 
a  fortiori  such  a  relation  would  be  established  on  a  basis  that  would 
remain  unshaken,  from  the  date  on  which  nations  as  France,  England, 
and  the  United  States,  agreed  by  international  law  to  fix  the  relative 
value  of  the  two  metals.” 

Second. — It  is  alleged  that  if  a  few  nations  remained  outside  of  the 
international  covenant  they  might  at  any  time  endanger  the  equilib¬ 
rium. 

We  reply  to  this  objection  that  the  adoption  of  the  bi-metallic 
money  system  is  only  proposed  on  the  understanding  that  the  leading 
monetary  Powers  shall  agree  to  it,  and  that  on  a  uniform  ratio.  It 
is  essential  for  absolute  safety  that  France  (perhaps  with  the  States  of 
the  Latin  Union,  Belgium,  and  Italy),  England,  with  her  colonies,  the 
United  States,  and  India  should  adopt  it.  Now  these  countries  are, 
and  are  likely  to  be,  the  great  absorbents  of  money.  Holland  would 
undoubtedly  join  us.  Germany  cannot  keep  the  bullion  she  recently 
acquired,  not  as  the  reward  of  industry  but  as  the  spoils  of  war,  and 
can  never  endanger  the  equilibrium.  Russia,  Austria,  Spain  and 
Portugal,  Brazil,  the  South  American  Republics,  are  all  internationally 
indebted  to  the  leading  monetary  States.  They  are  consequently  never 
likely  to  be  able  to  play  on  the  currencies  of  the  Great  Powers.  It  is 
much  more  likely  they  will  all  fall  in  with  the  money  system  adopted 
by  the  latter,  as  that  which  will  afford  the  greatest  safety ;  and  we  know 
some  of  them  are  ready  to  do  so.  We  therefore  say  that  it  is  capable 
of  demonstration  that  no  power  on  earth  could  upset  the  equilibrium 
established  on  such  a  basis  as  we  propose ;  and  in  the  face  of  the 
enormous  advantages  we  can  point  to  as  likely  to  be  obtained  through 
its  adoption,  we  maintain  that  it  is  a  suicidal  policy  on  the  part  of 
England  to  hesitate  and  hold  back.  She  is  the  nation  most  deeply 
interested,  and  she  is  suffering  more  than  any  other  from  the  ruinous 
consequences  of  the  mono-metallic  propaganda  which  her  financiers 
inaugurated. 

Third. — It  is  sometimes  said  that  the  fixing  of  a  ratio,  and  making 
either  metal  unlimited  legal  tender,  may  be  unfair  to  the  creditor,  as 
the  debtor  will  naturally  discharge  his  obligations  with  the  cheaper 
metal. 

To  this  stock  objection  we  reply,  that  after  the  adjustment  of  such 
an  international  covenant  as  we  have  indicated,  there  would  thenceforth 
be  neither  a  cheaper  nor  a  dearer  metal.  It  is  capable  of  mathematical 
demonstration  that  the  ratio  will  remain  absolute  and  unshaken.  An 
ounce  of  silver  will  be  equal  to  the  15th  or  16th  (or  whatever  the  ratio 
be  fixed  at)  part  of  an  ounce  of  gold  ;  and  an  ounce  of  gold  will  be 
identical  in  value  and  power  to  15  or  16  ounces  of  silver.  If  silver 
can  be  made  unlimited  legal  tender  on  such  a  ratio,  it  would  be  absurd 
to  imagine  that  the  producers  of  it  will  take  less  than  the  ratio  guaran¬ 
tees,  so  long  as  the  mints  of  the  world  are  open  for  automatic  coinage 
without  charge  into  legal-tender  money.  Nor  would  it  ever  be  needful 
to  pay  more  than  the  legal  ratio  for  bullion,  seeing  that  coin  of  full  value 


BAD  TRADE,  AND  ITS  CAUSE. 


9 


would  be  available  for  trade  purposes  when  wanted.  When  the  potency 
of  the  French  equilibrium  during  seventy  years  is  considered,  and  when 
we  reflect  on  the  very  small  oscillations  that  occurred,  notwithstanding 
the  very  great  variations  in  the  supply  of  the  two  metals,  we  surely  ought 
to  be  entirely  free  from  apprehension  if  the  proposed  ratio  be  established 
on  the  broad  and  solid  foundations  which  have  been  suggested.  Once 
establish  the  ratio  with  automatic  coinage  free  of  charge,  and  the  term 
“  price,”  as  applied  to  either  gold  or  silver,  is  forever  abolished.  They 
become  “  money.”  Men  use  money  to  acquire  property  or  commodities, 
or  to  lend  it  on  variable  terms.  They  will  never  sell  it.  Consequently, 
to  speak  of  “  price”  or  of  the  “cheaper”  or  “dearer”  metal  thence¬ 
forth,  will  be  found  to  be  either  a  paradox  or  a  misuse  of  terms. 

Fourth. — It  is  said  we  thus  propose  to  create  two  standards,  and  that 
this  is  a  wholly  artificial  arrangement  which  cannot  be  advocated  on 
scientific  grounds. 

We  reply  that  all  monetary  arrangements  are,  in  a  certain  sense,  arti¬ 
ficial,  and  that  it  is  no  more  unscientific  for  nations  to  choose  both 
metals  for  their  money  than  to  rest  their  currency  on  one  metal  only. 
Much  may  be  said  on  purely  scientific  grounds  in  favor  of  a  preference 
for  the  use  of  both  metals.  iVnd  in  regard  to  the  term  “  standard,”  we 
affirm  that  the  world  has  often  suffered  from  the  senseless  jargon  of  polit¬ 
ical  economists.  The  term  “standard,”  in  respect  of  money,  ought  log¬ 
ically  to  have  reference  only  to  the  weight  and  fineness  of  the  coin.  In 
this  sense  only  was  it  understood  when  first  introduced.  As  for  the  rest, 
let  the  eminent  Hamilton,  Secretary  of  the  American  Treasury  in  1792, 
speak  to  us  again,  as  he  did  then,  in  the  following  words  of  world-wide 
significance  and  wisdom : 

“  Upon  the  whole  it  seems  to  be  most  advisable,  as  has  been  observed,  not  to  at¬ 
tach  the  unit  exclusively  to  either  of  the  metals  :  because  this  cannot  be  done  effect¬ 
ually  without  destroying  the  office  and  character  of  one  of  them  as  money,  and  reduc¬ 
ing  it  to  the  situation  of  a  mere  merchandise.  .  .  .  To  annul  the  use  of  either  of 

the  metals  as  money,  is  to  abridge  the  quantity  of  circulating  medium,  and  is  liable  to 
all  the  objections  which  arise  from  a  comparison  of  the  benefits  of  a  full  with  the  evils 
of  a  scanty  circulation.” 

The  “unit  ”  created  by  bi-metallism  is  legal-tender  “  money  ”  composed 
of  the  two  elements  of  metals,  gold  and  silver,  conjoined  by  an  absolutely 
fixed  link  or  ratio  of  relative  value  attached  to  them,  according  to  our 
proposal,  by  the  force  of  international  monetary  law. 

Fifth  — Objections  to  bi-metallism  are  sometimes  made  on  the  ground 
that  perhaps  there  may  be  a  very  large  development  in  the  production  of 
cne  of  the  metals,  and  not  of  the  other. 

Our  answer  is — the  more  the  better  for  the  world.  It  matters  not 
whether  the  color  be  white  or  yellow.  Both  are  “money,”  and  the 
world  has  ample  room  for  the  employment  of  much  more  money  than 
it  yet  possesses. 

Sixth  — It  is'  sometimes  urged  as  an  objection  to  our  views,  that  as 
this  is  a  question  of  “  supply  and  demand,”  we  somehow  contravene  the 
principles  of  Free  Trade  in  our  contention. 

To  this  objection  we  reply,  that  it  is  entirely  a  question  of  law ,  and 
not  of  demand  and  supply.  Where  law  prevents  the  use  of  a  metal  in 
the  monetary  system  of  any  country,  there  can  be  no  demand  for  it,  ex¬ 
cept  for  manufacturing  purposes.  The  principles  of  Free  Trade  were 
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rather  contravened  by  the  innovators  who  fostered  the  propaganda  for 
a  universal  gold  currency  in  Europe,  the  injury  caused  by  whose  teach¬ 
ings  we  are  now  seeking  to  counteract  by  this  plea  for  a  return  to  the 
world’s  own  conservative  method  of  basing  its  currencies  on  both  the 
precious  metals — gold  and  silver. 

I  understand  that  at  the  Paris  Conference  Mr.  Goschen  rightly  ad¬ 
mitted  that  the  “  cost  of  production  ”  theory  has  no  place  in  this  ques¬ 
tion.  It  would  be  a  waste  of  time  and  space  to  deal  with  this  or  any  of 
the  other  inappropriate  objections  which,  on  reflection,  will  be  seen  to  be 
without  force  or  application. 

My  hope  is  now  strong  that  some  of  our  leading  statesmen  will  discover, 
and  go  along  with  the  current  of  public  opinion,  which  in  many  quarters 
is  now  running  very  markedly  in  the  direction  of  the  views  I  have  thus 
inadequately  advocated.  That  England  is  determined  to  adhere  to  gold 
only  as  “  money,”  to  her  own  enormous  loss  and  prejudice,  will,  I  be¬ 
lieve,  be  found  to  be  a  popular  delusion.  Englishmen  in  the  past, 
though  slow  to  move,  have,  in  the  end,  been  ready  to  adopt  any  wise 
measures  likely  to  promote  their  material  prosperity.  The  time  has  fully 
come  when  the  serious  consideration  of  our  wisest  men  must  be  turned  to 
our  monetary  legislation ;  and  I  am  not  without  hope  that  these  few  pages 
may  be  at  least  useful  in  turning  the  attention  of  some  earnest  men  to 
what  I  conceive  to  be  the  best  method  of  solving  the  most  vital  economic 
question  of  our  time. 

STEPHEN  WILLIAMSON, 
(Messrs.  Balfour,  Williamson  &  Co.) 

Liverpool ,  March  22  d ,  1879. 


II. 

THE  EASTERN  TRADE  AND  THE  PRECIOUS  METALS.* 

1.  “  History  of  the  European  Commerce  into  India.”  By  David  Macpherson. 
London:  1812. 

2.  “  An  Historical  Inquiry  into  the  Production  and  Consumption  of  the  Precious 
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************ 

We  now  come  to  a  critical  time  in  the  history  of  the  precious  metals, 
and  also  not  only  of  the  trade  of  the  East,  but,  as  has  recently  and 
tardily  become  recognized,  of  the  monetary  and  commercial  condition 
of  the  world  at  large.  In  the  year  1810,  during  the  occupation  of  Spain 
by  the  armies  of  Napoleon,  the  Spanish  colonies  of  South  America  and 
Mexico  revolted  against  the  rule  of  the  mother  country.  A  long  period 
of  revolutionary  wars  ensued  ;  industry  was  paralyzed,  the  whole  region 

*The  omitted  portion  of  this  valuable  paper  is  mainly  devoted  to  the  history  of  the  subject  prior  to 
the  year  1810.  H  C.  B. 
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relapsed  into  a  state  of  chaos,  and  the  working  of  the  mines  both  in 
Peru  and  Mexico  temporarily  ceased.  The  result  was  that  the  world’s 
supply  of  the  precious  metals  was  reduced  by  one-half,  falling  from  ten 
millions  in  1810  to  an  average  of  only  five  millions  during  the  next 
twenty  years.  This  disastrous  change  was  strikingly  reflected  in  the 
export  of  specie  to  the  East,  which,  according  to  Mr.  Jacob,  declined 
from  three  and  a  half  millions,  which  it  had  averaged  from  1700  down 
to  1810,  to  only  two  millions  a  year  from  1810  to  1830. 

For  the  ensuing  period  we  have  no  statistics  or  reliable  computation 
of  the  export  of  the  precious  metals  to  the  East  generally;  we  must, 
therefore,  confine  our  statement  to  India,  which  has  always,  and  espe¬ 
cially  in  recent  times,  been  by  far  the  chief  absorbent  of  gold  and  silver 
from  the  Western  world.  Between  1834  and  1852,  we  find  from  the 
statistics,  furnished  by  Colonel  Hyde,  late  Master  of  the  Calcutta  Mint, 
that  the  surplus  of  the  imports  of  silver  over  the  exports  in  India 
amounted  to  twenty-nine  millions  sterling, — which  gives  an  annual 
average  of  one  and  one-third  million  of  silver  absorbed  by  India. 
During  that  period  there  appears  a  new  element  in  the  case — namely, 
the  Home  Bills  or  Drafts  drawn  by  our  Government  upon  the  Indian 
Government,  representing  payments  due  from  the  Indian  Executive  to 
this  country.  Doubtless  such  payments  had  always  been  in  existence  to 
some  extent,  under  the  East  India  Company,  although  prior  to  this 
time  we  have  no  official  record  of  them.  These  home  bills,  during  the 
period  in  question,  1834-52,  averaged  one  and  three-quarter  million  a 
year.  Accordingly,  the  exports  of  silver  to  India,  together  with  these 
home  bills  equivalent  to  specie,  averaged  during  this  period  three  and 
a  half  millions  annually,  just  equal  to  the  average  export  of  specie 
throughout  the  hundred  and  ten  years  ending  with  1810.  Doubtless 
there  was  some  export  of  gold  to  India  during  the  twenty  years  ending 
with  1852,  of  which  we  find  no  official  record.  But,  viewing  the  whole 
case,  it  seems  evident  that,  contemporaneously  with  the  falling-off  in 
the  world’s  supply  of  the  precious  metals,  there  was  a  stagnation  in  the 
trade  with  the  East,  which  cannot  be  carried  on  without  a  commensu¬ 
rate  supply  of  specie. 

We  now  come  to  the  concluding  and  by  far  the  most  remarkable  and 
important  epoch  of  the  trade  with  the  East,  during  which  it  has  been  the 
most  powerful  factor  in  determining  the  value  of  the  precious  metals  and 
of  money  generally  in  the  Western  world.  Soon  after  1852  the  memor¬ 
able  expansion  or  our  Indian  Trade  set  in.  The  vast  supply  of  new 
gold  from  California  and  Australia  created  an  abundance  of  metallic 
money  or  international  currency ;  and  as  gold  could  largely  take  the 
place  of  silver  in  the  currencies  of  the  Western  world,  a  large  quantity 
of  the  latter  metal  became  available  for  carrying  on  an  increase  of  trade 
with  India  and  the  other  silver-using  countries  of  the  East.  Thus  sup¬ 
ported,  in  1855-6,  an  immense  expenditure  of  British  capital  was  begun 
in  India  for  the  construction  of  railways.  Mr.  R.  W.  Crawford  stated 
in  1876  that  the  total  expenditure  for  this  purpose  amounted  to  ninety - 
four  millions  sterling,  of  which  sum  fifty-four  millions  were  expended  in 
India.  And  just  as  this  expenditure  was  coming  to  a  close  in  1862,  the 
Cotton  Famine  commenced,  owing  to  the  Civil  War  in  the  United 
States,  whereby  our  cotton  merchants  were  compelled  to  have  recourse 
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to  India  for  a  supply  of  the  raw  material  of  our  great  textile  industry. 
Under  these  combined  influences  a  vast  amount  of  money  was  invested 
in  India,  which  operated  like  a  fertilizing  flood,  increasing  production 
and  exports,  and  also  enabling  the  population  of  India  to  increase  their 
imports  and  consumption  of  foreign  commodities.  And  thus  the  Foreign 
Trade  of  India  in  merchandise,  including  both  exports  and  imports, 
which  amounted  to  thirty-seven  millions  sterling  in  the  official  year 
1855-6,  rose  steadily  to  ninety-five  millions  in  the  year  1865-6 — nearly 
trebling  during  those  ten  years,  and  exhibiting  the  most  rapid  increase 
of  trade  that  has  been  witnessed  in  any  country  of  the  world. 

Now,  let  us  see  the  effect  of  this  remarkable  expansion  of  the  India 
trade,  together  with  the  investments  of  British  capital  in  that  country, 
in  creating  an  increased  requirement  for  the  precious  metals,  which  were 
contemporaneously  being  poured  into  the  world  in  unprecedented  abund¬ 
ance.  There  were  two  separate  factors  in  creating  this  increased  re¬ 
quirement  for  specie — namely,  the  Trade  balance  (the  excess  of  exports 
of  merchandise  from  India  over  the  imports  of  merchandise  into  that 
country)  and  the  Financial  balance.  The  former  was  the  larger  and 
permanent  factor  in  the  case,  and  we  shall  deal  with  it  first.  Taking 
the  eleven  years  ending  with  March,  1865,  when  the  Cotton  Famine 
terminated,  we  find  from  Mr.  Waterfield’s  statistics  that  the  Trade  bal¬ 
ance  accumulated  in  favor  of  India  during  that  period  amounted  to 
^207,000,000,  or  at  the  rate  of  ^19,000,000  a  year.  The  entire  pro¬ 
duction  of  the  precious  metals  during  the  same  eleven  years,  accord¬ 
ing  to  Sir  H.  Hay,  was  ^366,000,000  ;  of  which  sum  the  produce  of 
the  new  mines  (i.  <?.,  the  supply  of  gold  and  silver  in  excess  of  what  was 
produced  in  1848)  amounted  to  ^190,000,000.  Accordingly,  had  it 
been  necessary  to  pay  the  whole  of  the  trade  balance  to  India  in  specie, 
the  entire  produce  of  the  new  mines,  both  gold  and  silver,  during  these 
eleven  years  would  have  proved  inadequate  to  the  extent  of  ^17,000,- 
000. 

The  financial  balance  during  the  same  period  embraced  two  opposite 
elements — one  in  favor  of  India,  the  other  in  favor  of  this  country. 
Against  India,  there  was  the  annual  amount  which  the  Indian  Govern¬ 
ment  had  to  pay  our  Government  for  the  “  Home  Charges;”  in  favor 
of  India,  there  were  the  annual  installments  of  British  capital,  paid 
through  our  Government,  for  the  construction  of  railways  in  India.  In 
the  earlier  half  of  the  period  in  question  (1855-60),  the  railway  pay¬ 
ments  due  from  this  country  appear  to  have  considerably  exceeded  the 
amount  of  the  “  Home  Charges;  ”  certainly  during  these  five  years  In¬ 
dia  received  in  specie  the  whole  amount  of  the  trade  balance  due  to  her, 
and  ^26,000,000  more — the  trade  balance  during  these  years  being 
^44,500,000,  while  the  actual  amount  of  specie  received  by  India  was 
^70,750,000.  In  the  subsequent  years,  however,  the  “Home  Charges” 
due  from  India  evidently  exceeded  the  railway  payments  from  this  coun¬ 
try  :  and  in  striking  the  financial  balance  there  has  to  be  added  to  the 
“  Home  Charges  ”  the  private  remittances  of  money  made  by  English¬ 
men  in  India  to  their  friends  and  families  in  this  country,  the  amount 
of  which  cannot  be  accurately  determined.  Judging  by  the  result,  the 
aggregate  financial  balances  during  this  period  (the  eleven  years  ending 
with  1865)  appears  to  have  been  against  India  to  the  extent  of  fully 
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£^30,000,000;  and  thus,  although  the  aggregate  trade  balances  during 
the  same  years  amounted,  as  already  stated,  to  £^207,000,000,  the  ac¬ 
tual  amount  of  specie  received  by  India  was  76,000,000. 

Now,  during  the  same  period  (1855-65)  the  total  produce  of  all  the 
mines,  both  old  and  new,  according  to  Sir  H.  Hay,  was  £336, 000,000 
(£"269,000,000  of  gold,  and  £97,000,000  of  silver);  deducting  the 
amount  which  the  old  mines  would  have,  and  probably  did,  yield  during 
the  same  period,  viz.,  ££76,000,000,  we  get,  as  already  said,  ££90,- 
000,000  as  the  produce  of  the  new  mines — the  addition  made  to  the 
supply  as  it  stood  in  1848.  Accordingly,  the  amount  of  the  precious 
metals  simultaneously  absorbed  by  the  Indian  trade  (viz.,  ££76,000,- 
000)  was  so  great,  that  of  all  this  stock  of  new  gold  and  silver  only 
££4,000,000,  or  eight  per  cent.,  were  left  available  for  the  use  of  the 
rest  of  the*world.  A  more  remarkable  fact  can  hardly  be  exhibited  ; 
and  it  sufficiently  explains  why  the  confident  prediction  and  general  ex¬ 
pectation  of  a  vast  fall  in  the  value  of  the  precious  metals  was  not  realized. 

Further,  let  us  take  the  whole  period  for  which  we  have  officially  pub¬ 
lished  statistics — viz.,  from  1855  to  1875.  During  these  twenty-one 
years,  the  aggregate  exports  of  merchandise  from  India  amounted  to 
;£933,8i3,°o°,  and  the  imports  of  merchandise  vvere  £544,207,000 — 
giving  a  trade  balance  in  favor  of  India  of  £388,500,000.  How  has 
this  enormous  sum  of  money  paid?  During  the  latter  years  of  this 
period,  owing  to  the  gradual  cessation  of  the  railway  payments  due  from 
this  country,  and  also  the  increase  in  the  amount  of  the  home  charges 
due  by  India,  the  financial  balance  turned  heavily  against  India,  so  that 
the  “  Council  Drafts,”  or  bills  drawn  by  the  Home  Government  upon 
the  Indian  Government  (equivalent  to  specie,  and  available  for  settling 
the  trade  balance  with  India),  amounted  in  the  aggregate  to  £112,000,- 
000.  Deducting  this  sum  from  the  trade  balance,  there  remains  £276,- 
500,000  still  uncovered ;  but  the  total  amount  of  specie  received  by 
India  during  these  twenty-one  years  was  ££53,250,000,  leaving  £25,- 
500,000  unaccounted  for  officially,  but  which  doubtless  was  settled  by 
bills  upon  India,  drawn  upon  remittances  from  private  parties  in  India 
to  others  in  this  country. 

Let  us  now  see  the  total  effect  of  the  greatly  expanded  trade  with 
India  between  1855-65  upon  the  value  of  the  precious  metals.  The 
total  produce  of  the  gold  and  silver  mines  during  these  twenty-one  years, 
according  to  Sir  Hector  Hay,  was  £6 77,000,000;  deducting  the  pro¬ 
duce  of  the  old  mines  for  a  similar  number  of  years  (about  £366,000,- 
000)  there  remains  £340,000,000  (gold  £311,000,000,  silver  ££9,- 
000,000)  as  the  additional  supply,  or  produce  of  the  new  mines.  Thus 
it  appears  that  during  this  period  the  Indian  trade  absorbed  or  caused 
an  actual  export  of  73^2  per  cent,  of  the  entire  new  supply  of  the  pre¬ 
cious  metals,  leaving  only  26^  per  cent,  or  £90,000,000  for  general  use 
— that  is,  to  meet  the  great  expansion  of  commerce  and  augmented  re¬ 
quirements  for  specie  throughout  the  rest  of  the  world. 

Of  the  two  periods  of  Indian  trade  thus  passed  in  review,  the  former 
and  shorter  one  is  by  far  the  more  specially  deserving  of  notice  as  re¬ 
gards  the  effect  which  this  Eastern  trade  exerted  upon  the  value  of  the 
precious  metals,  and  of  money  generally,  throughout  the  world.  It  is 
so  for  several  reasons.  In  the  first  place,  it  was  peculiarly  the  critical 
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period,  the  time  during  which  the  new  supply  of  gold  would,  per  se,  or 
if  unchecked  by  other  circumstances,  have  produced  its  maximum  effect 
upon  the  value  of  money.  In  truth,  the  critical  period  was  passed,  as 
soon  as  the  great  expansion  of  the  Eastern  trade  set  in.  During  the 
four  or  five  previous  years  gold  had  been  pouring  into  the  markets  of 
the  world  in  unprecedented  abundance.  Previous  to  the  discovery  of 
the  Californian  gold-fields — we  may  say  in  1848,  for  the  mines  had 
hardly  begun  to  be  worked  in  that  year — the  total  production  of  gold 
and  silver  was  at  most  ^16,000,000,  one-half  gold  and  one-half  silver. 
But  in  1849  the  supply  was  increased  toabout^  20,000,000  by  the 
Californian  gold-fields;  and  in  1851,  when  the  Australian  gold-beds  be¬ 
gan  to  be  worked,  the  gold  supply  rose  to  no  less  than  ^32,000,000 — 
in  other  words,  the  produce  of  the  new  gold  mines  amounted  to  ^24,- 
000,000,  or  three  times  as  much  as  the  yield  of  the  old  mine^had  been  ; 
and  the  total  gold  supply  became  quadrupled  since  1848.  It  is  import¬ 
ant  to  bear  in  mind  that  the  yield  of  the  new  mines,  both  in  California 
and  Australia,  was  largest  at  the  first,  or  as  soon  as  the  tide  of  immigration 
allowed  of  the  full  working  of  the  gold-fields.  At  that  time  it  was  the 
“  placers”  or  surface  deposits  in  the  beds  of  rivers,  etc.,  which  were 
worked — such  operations  needing  only  the  rudest  appliances  (the  rocker 
or  cradle),  which  any  one  could  use;  and  from  this  cause,  together  with 
the  wide  extent  of  these  purely  surface  deposits,  a  much  larger  popula¬ 
tion  of  gold  finders  could  get  employment  than  was  the  case  afterwards, 
when  those  surface  deposits  were  exhausted,  and  when  skillful  appliances 
and  capital  had  to  come  into  the  field. 

Owing  to  these  causes — the  easier  finding  of  the  gold  and  the  larger 
number  of  the  workers — during  these  first  years  the  yield  of  the  pre¬ 
cious  ore  was  larger  than  at  any  subsequent  time.  Further,  it  is 
obvious  that,  Cceteris  paribus ,  the  first  addition  to  the  world’s  stock  of 
gold  must  produce  a  greater  effect  upon  the  value  of  money  than  any 
similar  addition  afterwards,  because  it  will  bear  a  larger  ratio  to  the 
existing  stock  of  gold.  Say  that  the  existing  stock  is  ^400,000,000, 
and  that  the  annual  supply  be  suddenly  increased  to  the  amount  of 
^20,000,000,  the  first  ^20,000,000  being  added  to  the  ^400,000,000 
will  produce  a  greater  effect  than  the  second  ^20,000,000,  which  will 
be  added  to  ^420,000,000 ;  and  the  third  ^20,000,000,  being  added 
to  ^440,000,000,  will  produce  still  less  effect,  and  so  on.  Moreover, 
as  already  said,  the  supply  of  gold  was  largest  at  the  first,  and  thereafter 
declined.  From  both  of  these  causes,  therefore,  it  was  in  the  early 
years  of  the  gold-discoveries  that  the  new  supply  would  naturally  pro¬ 
duce  its  maximum  effect.  Still  further,  it  takes  some  time  before 
employment  can  be  found  for  a  new  supply  of  the  precious  metals — 
before  new  channels  of  trade  can  be  opened,  and  industry  generally  can 
avail  itself  of  its  new  opportunities ;  and  for  this  reason  also  the  new 
mines  were  likely  to  produce  their  maximum  effect  upon  prices  at  the 
outset. 

In  the  years  1852-4,  gold  was  accumulating  in  the  Western  world  at 
a  prodigious  rate ;  and  the  confident  forebodings  of  a  vast  fall  in  the 
value  of  money,  expressed  so  forcibly  by  M.  Chevalier,  so  late  as  in 
1858,  appeared  only  reasonable.  Yet  the  all-important  fact  was  for¬ 
gotten,  that  an  increased  supply  of  money,  by  facilitating  trade,  tends 
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to  create  an  increased  requirement,  or  new  fields  of  employment, 

for  it. 

And  how  much  the  trade  of  the  world  increased  during  the  subse¬ 
quent  period  need  not  be  said.  But,  as  we  have  shown,  it  was  the  vast 
expansion  of  the  Trade  with  the  East  which  played  the  chief  part  in 
creating  the  new  requirement  for  specie,  and  to  an  extent  which  throws 
all  the  other  such  causes  into  the  shade.  In  truth,  but  for  the  previous 
accumulation  of  specie  in  the  Western  world,  it  seems  impossible  that  so 
vast  a  drain  of  specie  as  that  which  flowed  to  the  East  in  the  years 
immediately  subsequent  to  1854  could  have  been  spared — the  fact 
being,  as  already  shown,  that  during  the  eleven  subsequent  years  the 
Indian  trade  required,  and  India  actually  received,  no  less  than  ninety- 
two  per  cent,  of  the  contemporaneous  produce  of  the  new  mines, 
leaving  only  ^14,000,000  of  their  produce  for  the  increased  wants  of 
the  world  at  large.  No  wonder,  then,  that  the  expected  revolution  and 
vast  fall  in  the  value  of  gold  did  not  occur. 

It  is  of  much  less  consequence  to  observe  the  subsequent  period. 
1866-75  ;  because,  although  the  Indian  trade  absorbed  a  much  less  per¬ 
centage  of  the  new  gold  and  silver,  the  existing  stock  of  the  precious 
metals  had  vastly  increased  in  the  interval ;  and  was  so  much  larger 
than  it  was  in  1848  that  the  annual  supply,  if  the  requirements  or  con¬ 
ditions  of  trade  remained  the  same,  would  necessarily,  in  1875,  produce 
a  much  smaller  effect  upon  the  value  of  the  precious  metals  than  a 
similar  addition  would  have  done  at  the  beginning  of  the  gold-discov¬ 
eries.  As  regards  gold,  the  annual  supply  in  1875  had  declined  about 
a  third,  or  ^10,000,000,  below  the  average  maximum  yield  of  the 
mines — viz.,  in  1851-7;  but,  owing  to  the  increased  supply  of  silver 
from  the  new  Nevada  mines,  the  supply  of  gold  and  silver,  taken 
together,  still  remains  about  equal  to  the  highest  point  ever  reached. 

The  effect  of  the  Eastern  Trade  upon  the  value  of  the  precious  metals 
has  hitherto  attracted  but  little  attention ;  yet,  without  a  perception  and 
appreciation  of  the  facts  which  we  have  now  set  forth,  the  events  con¬ 
nected  with  the  value  of  money  during  the  last  quarter  of  a  century 
would  be  wholly  inexplicable.  It  has  been  the  drain  of  the  precious 
metals  to  the  East,  to  meet  the  requirements  of  Indian  trade  and  invest¬ 
ments,  which  alone  has  falsified  the  confident  predictions  of  all  the 
highest  authorities  as  to  a  stupendous  fall  in  the  value  of  money,  and  es¬ 
pecially  of  gold.  But  one  remarkable  circumstance  still  remains  to  be 
explained — namely,  the  recent  fall  in  the  value  of  silver  ;  which  event, 
likewise,  is  the  very  opposite  of  what  was  expected.  The  currency  of 
the  East  is  silver,  and  consequently  it  is  in  silver  that  the  greater  part  of 
the  enormous  payments  of  specie  to  India  have  been  made.  How,  then, 
does  it  happen  that  it  is  silver,  and  not  gold,  that  has  fallen  in  value  ? — 
fallen,  or  apparently  fallen,*  in  the  West,  while  its  value  in  still  main¬ 
tained  in  the  East  ? 

When  the  new  gold-mines  were  discovered  it  was  universally  pre¬ 
dicted  that,  while  gold  would  lose  a  great  part  of  its  old  value,  the 
value  of  silver  would  be  fully  maintained.  And  had  the  extraordinary 


*  Whether  there  has  been  any  real  and  absolute  fall  in  the  value  of  silver  even  in  the  countries  of  the 
West,  or  whether  the  fall  is  merely  apparent  and  occasioned  by  a  rise  in  the  value  of  gold  (the  chief 
standard-money  of  the  West),  is  a  question  which  lies  beyond  the  scope  of  the  present  article. 
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expansion  of  the  Eastern  trade  been  foreseen,  it  must  have  been  pre¬ 
dicted  that  silver  would  not  only  maintain  its  old  value,  but  rise  almost 
to  a  famine-price.  As  is  well  known,  silver  did  for  several  years  rise  in 
value  compared  to  gold ;  although  we  think  there  is  ground  for  believing 
that  the  rise  was  not  absolute — i.  <?.,  as  measured  in  general  commodities, 
but  was  only  equal  to,  and  produced  by,  the  contemporaneous  decline  in 
the  value  of  gold.  Be  that  as  it  may,  for  upwards  of  twenty  years 
subsequent  to  1850,  the  price  of  silver,  as  measured  in  gold,  stood  con¬ 
siderably  above  its  old  value, — rising  from  59^/.  per  ounce  to  62^/., 
and  then  declining  to  its  old  value,  or  a  fraction  below  it — viz.,  59 %d.,  in 
1873.  Considering  the  facts  of  the  case,  this  rise  in  the  value  of  silver 
was  a  very  small  one.  As  we  have  shown,  between  1858  and  1865,  the 
amount  of  silver  exported  to  India  actually  absorbed  the  entire  contem¬ 
poraneous  yield  of  the  silver  mines,  and  ^40,000,000  more.  In  other 
words,  this  drain  of  silver  to  the  East  was  equivalent  in  its  effects  upon 
Europe  and  America  to  an  entire  stoppage  of  the  silver  mines,  together 
with  an  actual  drain  and  deduction  of  ^40,000,000  from  the  existing  cur¬ 
rency  of  the  Western  world.  But  in  1873  ^ie  tables  turned,  and  silver 
began  to  decline  rapidly  in  value  compared  to  gold — reaching  its  low¬ 
est  point  in  1876,  the  year  of  the  Silver  Panic,  when  the  price  fell  to  47^. 
per  ounce.  To  some  extent,  doubtless,  this  fall  in  the  value  of  silver 
may  be  ascribed  to  the  recent  comparative  scarcity  of  gold,  occasioned 
by  the  decreased  production  of  the  gold  mines.  It  has  also  been  owing 
to  the  large  increase  in  the  supply  of  silver  from  the  new  Nevada  mines; 
and  also  to  the  fact  that,  owing  to  the  increase  of  wealth,  silver  has 
recently  been  gradually  becoming  less  suitable  as  currency  in  the  leading 
countries  of  the  Western  world,  and  has,  to  a  great  extent,  been  legis¬ 
latively  demonetized  in  some  of  those  countries, — viz.,  in  Germany  and 
Scandinavia,  and  partially  in  the  United  States  and  France. 

These  changes  lie  beyond  consideration  in  the  present  article  ;  but 
there  remains  a  most  potent  cause  of  the  recent  fall  in  the  value  of 
silver  which  is  directly  connected  with  our  subject.  This  is  the  recent 
restriction  upon  the  flow  of  silver  to  the  East,  in  the  natural  course  of 
trade,  occasioned  by  the  large  increase  in  the  payments  which  the 
Indian  Government  has  to  make  to  the  Home  Government — which 
payments  are  represented  by  the  “  Council  Bills,”  or  drafts  issued  by 
our  Government  against  the  Government  of  India.  These  Council 
Bills,  being  equivalent  to  specie,  pro  tanlo ,  enable  our  traders  to  settle 
the  Trade  balances  due  to  India  without  sending  specie ;  and  thus  the 
requirement  for  silver  has  been  proportionately  diminished.  There  is 
another  circumstance,  but  of  far  inferior  importance  which  in  its  effects 
is  exactly  similar — namely,  the  increase  in  the  amount  of  remittances 
from  Englishmen  in  India  for  the  support  of  their  families  in  this 
country :  a  change  which  has  occurred  partly  in  consequence  of  the 
large  increase  of  British  troops  kept  in  India  since  the  Mutiny  of  the 
Sepoys  in  1857,  and  partly  from  the  opening  of  the  Suez  Canal, 
whereby  Englishmen  in  India  can  more  readily  send  home  their 
families  for  health  and  education,  and  also  can  more  frequently  visit 
them  than  was  possible  when  our  only  communication  with  the  East 
was  by  the  long  sea-voyage  around  the  Cape  of  Good  Hope. 

Both  of  these  changes,  which  so  obviously  affect  the  value  of  silver 
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by  diminishing  the  drain  of  specie  to  the  East,  were  in  progress  for 
several  years  before  they  became  observed,  or  perceptibly  affected  the 
requirements  for  silver  for  the  Indian  trade.  It  was  soon  after  the 
changes  subsequent  upon  the  Mutiny  in  1857,  say  in  1859,  that  the 
increase  in  the  two  above-.described  kinds  of  payment  due  from  India  to 
this  country  really  commenced ;  but  at  that  time  the  investments  of 
English  money  in  Indian  railways  were  at  their  height ;  and  the  pay¬ 
ments  due  from  England  on  this  account  were  so  large  that  they 
entirely  obscured,  and  hid  from  public  view,  the  increase  of  the  pay¬ 
ments  due  from  India  ;  indeed,  in  some  years,  as  already  shown,  the 
Financial  as  well  as  the  Trade  balance  was  in  favor  of  India — so 
that  our  Government,  instead  of  being  able  to  draw  as  usual  upon 
India,  had  to  export  specie  to  that  country.  But  after  1863,  the  rail¬ 
way-payments  from  this  country  decreased,  and  they  became  wholly 
exhausted  in  1870  or  thereabouts.  Thereupon  the  “Home  Charges,” 
the  amount  annually  due  from  the  Indian  Government  to  England  for 
military  stores  and  other  charges  connected  with  the  Indian  army, 
appeared  at  their  full  and  real  amount.  For  a  quarter  of  a  century 
previous  to  1863,  these  charges  (represented  by  the  drafts  or  bills 
drawn  by  the  Home  upon  the  Indian  Government)  had  averaged 
only  ^2,250,000;  but  during  the  subsequent  eight  years  they 
averaged  ^6,250,000,  and  during  the  last  six  years,  ending  with  April, 
1878,  they  have  averaged  Si 2, 250,000,  that  is,  ^10,000,000  in  excess 
of  their  annual  amount  down  to  1863,  and  almost  equal  to  the  contem¬ 
poraneous  yield  of  the  whole  silver  mines  of  the  world.  This  charge  has 
been  the  most  powerful  of  all  the  causes  of  the  fall  in  the  value  of  silver. 
The  “  Council  Drafts,”  being  equivalent  to  silver,  have  correspondingly 
diminished  the  requirement  for  that  metal,  and  have  prevented  the  large 
export  and  utilization  of  silver  which  would  otherwise  have  occurred  in 
connection  with  the  Eastern  Trade. 

Such,  then,  have  been  the  vast  and  beneficial  effects  of  the  Trade  with 
the  East  upon  the  value  of  the  precious  metals,  and  of  Money  generally, 
throughout  the  Western  world,  alike  in  past  centuries,  after  the  discovery 
of  America,  and  during  the  still  vaster  and  more  remarkable  inflood 
of  these  precious  ores  since  the  discovery  of  the  new  American  and 
Australian  mines.  This  Eastern  trade  has  happily  carried  off  or  found 
profitable  employment  for  every  spare  ounce  of  the  ^350,000,000 
of  gold  which,  since  1848,  have  been  poured  into  the  world 
from  the  new  mines ;  entirely  preventing  the  immense  fall  in  the 
value  of  money  which,  at  the  instant,  appeared  so  inevitable 
and  appalling.  By  preventing  a  fall  in  the  value  of  money,  it  has 
made  every  ounce  of  the  new  gold,  and  until  recently  of  silver,  as 
highly  valuable  as  in  previous  times  ;  thus  maintaining  at  its  full  value 
the  labor  of  the  miners ;  and  saving  the  whole  civilized  world,  not  merely 
from  a  monetary  revolution,  but  from  the  pure  and  heavy  loss  which 
would  have  resulted  from  a  diminution  in  the  value  of  the  vast  existing 
stock  of  gold  and  silver.  Solely  and  directly  in  consequence  of  the  trade 
with  the  East,  as  the  new  gold  has  flowed  into  Europe  silver  has  flowed 
out ;  and  thus  the  increased  commerce  with  the  east  has  proved  to  man¬ 
kind  a  double  blessing :  at  once  augmenting  employment  both  in  the 
Eastern  and  Western  worlds,  and  averting  any  great  change  in  the  value 
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of  money.  “It  is  a  waste-pipe  by  which  nothing  is  wasted.  It  is  a 
channel  by  which  we  not  only  get  rid  of  a  surplus  of  the  precious  metals, 
but  turn  them  to  most  profitable  account.  In  so  far  as  the  new  gold 
and  silver  mines  shall  remain  productive,  the  prosperity  of  the  world  de¬ 
pends  upon  the  continuance  of  this  drain  of  bullion  to  the  East.  With¬ 
out  it,  the  new  supplies  of  the  precious  metal  would  be  robbed  of  their 
usefulness  through  a  great  fall  in  their  value.  Their  beneficial  effect 
would  be  merely  local  and  evanescent ;  but  with  it  the  whole  world  will 
be  partakers  in  its  blessings.”  So  I  wrote  fifteen  years  ago  in  my  book 
on  the  Economy  of  Capital.  At  present,  unfortunately,  this  conduit  or 
waste-pipe  is  narrowed  by  the  “Council  Drafts,” — a  circumstance  natural 
and  proper  of  itself,  but  which  is  highly  disadvantageous  not  only  to  our 
Indian  Empire,  but  to  the  world  at  large,  by  producing  a  fall  in  the  value 
of  silver,  which  not  only  lessens  the  value  of  the  labor  of  the  silver- 
miners,  bur  of  the  entire  amount  of  the  vast  stock  of  silver  existing 
throughout  the  world — the  accumulated  result  and  legacy  of  many  gen¬ 
erations  of  past  labor. 

The  recent  fall  in  the  value  of  silver  relatively  to  gold  is  one  of  the 
most  embarrassing  circumstances  of  the  present  time,  especially  in  con¬ 
nection  with  the  interests  of  our  Indian  Empire.  And  it  is  not  a  need¬ 
less  warning  if  we  say  to  the  Government  and  other  parties  concerned, 
to  beware  lest,  under  a  natural  impatience  of  this  embarrassment,  they 
hastily  adopt  a  change  which,  however  tempting  from  its  simplicity, 
would  be  infinitely  worse  than  the  present  embarrassment.  Men  are 
always  prone  to  believe  that  a  system  which  is  best  for  their  own  country 
is  likewise  best  for  the  world  at  large ;  and  on  more  than  one  occa¬ 
sion  lately,  when  the  Silver-question  has  been  under  discussion  in  Parlia¬ 
ment,  members  of  the  Government  have  expressed  themselves  un¬ 
qualifiedly  in  favor  of  a  single  gold-standard.  Last  summer,  Mr.  Stephen 
Cave,  in  replying  for  the  Government  to  a  question  put  by  Sir  George 
Campbell,  said:  “No  doubt  a  time  may  come  when  the  question  of  an 
alternative  standard  for  India  must  be  faced  ;  but  I  trust  that  a  double 
standard  will  not  be  adopted.”  And  in  autumn  a  report  came  from 
India,  and  a  rumor  was  current  in  this  country,  to  the  effect  that  the 
Government  had  resolved  to  cut  the  Gordian  knot  by  establishing  a  single 
gold-standard  for  India,  demonetizing  silver,  the  old  and  existing  cur¬ 
rency  of  that  vast  country. 

This  mode  of  viewing  the  question  has  hitherto  found  favor  with 
English  politicians  generally;  but  it  is  so  obviously  rash  that  we  feel 
assured  that  no  one  who  entertains  it  can  have  counted  the  costs.  The 
system  of  demonetizing  silver  would  lead  to  world-wide  consequences  of 
really  incalculable  disaster.  Those  persons  who  talk  so  glibly  of  the  ad¬ 
vantages  of  “mono-metallism”  and  a  single  gold-standard  must  be 
totally  blind  to  the  inevitable  consequences  of  the  course  which  they  so 
complacently  advocate  and  extol.  Were  silver  degraded  from  its  place 
in  the  currency  of  the  world,  or  even  of  Europe,  the  fall  in  its  value, 
say  one-half — although  the  fall  might  be  very  much  greater — would  be 
equivalent  to  destroying  one-half  of  all  the  silver  in  the  world  !  It  would 
annul  a  vast  outlay  of  capital  and  the  labor  of  generations  of  hard-work¬ 
ing  miners.  Were  it  possible  in  like  fashion,  viz.,  by  legislation  or 
edict,  to  reduce  the  price  of  ordinary  commodities,  such  as  food  or 


x9 


BAD  TRADE,  AND  ITS  CAUSE. 

clothes,  or  houses,  in  such  a  case,  although  the  producers  of  those  com¬ 
modities  would  unfairly  suffer,  the  community  at  large  would  gain  to  an 
equal  extent :  the  usefulness  of  such  commodities  would  remain  unim¬ 
paired.  But  the  chief  usefulness  of  the  precious  metals  nowadays,  and 
the  sole  usefulness  of  gold  and  silver  coins,  lies  in  their  purchasing- 
power,  their  value  as  Money ;  hence,  a  demonetization  of  silver  would  be 
proportionately  destructive  to  its  present  usefulness,  and,  we  repeat, 
would  be  equivalent  to  a  willful  annihilation  of  a  vast  portion  of  the 
world’s  stock  of  money.  In  proportion  as  this  demonetization  was 
carried  out,  it  would  be  a  voluntary  throwing  away  of  the  vast  blessings 
and  benefits  which  mankind  have  recently  enjoyed  from  the  new  mines  of 
America  and  Australia.  The  world  would  be  plunged  back  into  the 
“hard  times”  which  previously  prevailed,  or  in  truth  into  a  far  worse 
predicament.  The  fact  that  our  own  country  is  under  a  single  gold- 
standard  (a  condition  into  which  we  passed  by  successive  stages  from  a 
purely  silver-currency,  the  Act  of  1816  merely  establishing  by  law  what 
was  already  established  in  fact)  would  be  powerless  to  ward  off  from  us 
the  effects  of  a  demonetization  of  silver,  which  still  constitutes  by  far 
the  larger  portion  of  the  world’s  stock  of  the  precious  metals.  Our 
stock  of  gold  would  be  drawn  upon  to  supply  the  dearth  of  money  in 
other  countries.  Not  to  speak  of  the  inevitable  collapse  of  our  monetary 
system  as  regulated  by  the  absurd  and  pernicious  Bank  Act  of  1844,  the 
burden  of  our  National  Debt  would  be  vastly  increased,  and  so  would 
that  of  every  other  country.  These  Debts,  which  amount  to  an  enor¬ 
mous  sum,  would  thenceforth  hang  like  a  mill-stone  around  the  neck  of 
the  nations.  Add  to  these  results,  the  restriction  upon  Trade  and  Indus¬ 
try  inseparable  from  a  dearth  of  Money,  and  any  statesman  who  at  pres¬ 
ent  favors  the  general,  or  any  extended,  adoption  of  a  single  gold-stand¬ 
ard  may  well  shrink  back  from  such  a  change,  and  refuse  to  imperil  the 
prosperity  of  his  own  country,  and  of  the  civilized  world  at  large,  by 
producing  an  arbitrary  and  artificial  dearth  of  Money,  which  is  the  most 
potent  auxiliary,  we  might  say  the  very  life’s  blood,  of  trade  and  in¬ 
dustry,  as  these  are,  and  must  be,  carried  on  under  a  mature  civilization. 

R.  H.  Patterson. 
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